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Where o f f e r o r ' s  p r o p o s a l  i n d i c a t e s  a u n i t  c h a r g e  
f o r  t a p e  s t o r a g e  o f  $2 .50  p e r  t a p e l p e r  d a y  i n  
o n e  a r ea  of i t s  p r o p o s a l  a n d  t h e  p r i c e  f o r  t a p e  
s t o r a g e  i n  o t h e r  a r e a s  of its p r o p o s a l  r e f l e c t s  
a u n i t  c h a r g e  of  $ 2 . 5 0  p e r  t a p e / p e r  y e a r ,  con -  
t r a c t i n g  o f f i c e r  is o n  n o t i c e  of a m a t e r i a l  
d i s c r e p a n c y  w h i c h  s h o u l d  h a v e  b e e n  r e s o l v e d  by 
c o n d u c t i n g  a p p r o p r i a t e  d i s c u s s i o n s .  

A m e r i c a n  Management  S y s t e m s ,  I n c .  ( A M s ) ,  p r o t e s t s  t h e  
a w a r d  o f  a c o n t r a c t  t o  L i t t o n  C o m p u t e r  S e r v i c e s  (LCS) 
( f o r m e r l y  I n f o r m a t i c s  G e n e r a l  C o r p o r a t i o n )  u n d e r  r e q u e s t  - 

f o r  p r o p o s a l s  (RFP)  No. DLAH00-83-R0285, . issued by  t h e  
D e f e n s e  L o g i s t i c s  Agency  (DLA) f o r  t e l e p r o c e s s i n g  s e r v i c e s  
t o  s u p p o r t  t h e  D e p a r t m e n t  of D e f e n s e  R e c r u i t  M a r k e t  Ne twork  
S y s t e m .  D L A  a w a r d e d  t h e  c o n t r a c t  t o  LCS o n  t h e  s o l e  b a s i s  
t h a t  LCS ' s  e v a l u a t e d  s y s t e m s  l i f e  c o s t s  (ESLC) were l o w e r  
t h a n  t h o s e  o f  A M s .  AMS c o n t e n d s  t h a t  t h e  a w a r d  t o  L C S  was 
i m p r o p e r  s i n c e  A M s ' s  o v e r a l l  c o s t  is i n  f a c t  $ 7 0 0 , 0 0 0  
l o w e r .  

We s u s t a i n  t h e  p r o t e s t .  

AMs's p r o t e s t  is b a s e d  upon  D L A ' s  e v a l u a t i o n  o f  t h e  
t a p e  s t o r a g e  c h a r g e s  p r o p o s e d  by A M s .  The  RFP r e q u i r e d  
t h a t  e a c h  o f f e r o r  s p e c i f y  a p r i c e  t h a t  w o u l d  b e  c h a r g e d  f o r  
t h e  p h y s i c a l  s t o r a g e  o f  t h e  m a g n e t i c  t a p e s  t h a t  w o u l d  b e  
u s e d  i n  p e r f o r m i n g  t h e  t e l e p r o c e s s i n g  r e q u i r e m e n t s  o f  t h e  
c o n t r a c t .  D L A  e s t i m a t e d  t h a t  3 0 0  t a p e s  w o u l d  h a v e  t o  b e  
s t o r e d  p e r  y e a r  a n d ,  s i n c e  p r i c e s  were e v a l u a t e d  o v e r  a 
5 - y e a r  p e r i o d ,  t h e  t o t a l  c o s t  f o r  t a p e  s t o r a g e  was b a s e d  
u p o n  a n  e s t i m a t e d  1 , 5 0 0  t a p e s .  

D L A  d e t e r m i n e d  t h a t  A M s ' s  t a p e  s t o r a g e  c h a r g e  was 
$2 .50  p e r  t a p e l p e r  d a y .  B a s e d  o n  t h a t  u n i t  c h a r g e ,  A M s ' s  
a n n u a l i z e d  c o s t  p e r  t a p e  was $912 .50  a n d  i t s  o v e r a l l  p r i c e  
f o r  t a p e  s t o r a g e  was e v a l u a t e d  a t  a p p r o x i m a t e l y  $1 .3  
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m i l l i o n .  This amoun t  w a s  a d d e d  t o  A M s ' s  c o s t  p r o p o s a l  t o  
a r r i v e  a t  a n  ESLC o f  $6 ,775 ,000 .  S i n c e  LCS h a d  a n  ESLC o f  
$ 6 , 1 9 7 , 0 0 0 ,  a w a r d  was made t o  LCS. 

AMS s t a t e s  t h a t  t h e  u n i t  c h a r g e  l i s t e d  i n  i t s  i n i t i a l  
p r o p o s a l  f o r  t a p e  s t o r a g e  was i n c o r r e c t  a n d  t h a t  AMS 
a c t u a l l y  i n t e n d e d  t o  c h a r g e  D L A  $ 2 . 5 0  p e r  t a p e / p e r  month .  
C o r r e c t i o n  o f  t h i s  e r r o r  r e s u l t s  i n  a n  o v e r a l l  c o s t  t o  t h e  
g o v e r n m e n t  o f  $ 4 5 , 0 0 0  f o r  t a p e  s t o r a g e  r a t h e r  t h a n  t h e  $ 1 . 3  
m i l l i o n  D L A  a d d e d  t o  A M s ' s  c o s t  p r o p o s a l .  A l t h o u g h  a c k -  
n o w l e d g i n g  t h a t  t h e  u n i t  c h a r g e  w a s  l i s t e d  i n  - T a b l e  E - 3  o f  
i t s  c o s t  p r o p o s a l  a s  $ 2 . 5 0  p e r  t a p e / p e r  d a y ,  AMS a r g u e s  
t h a t  t h i s  p r i c e  i s  c o n t r a d i c t e d  i n  o t h e r  a r e a s  o f  i t s  
p r o p o s a l  a n d  t h a t  D L A  s h o u l d  h a v e  r e q u e s t e d  AMS t o  c l a r i f y  
t h i s  m a t t e r  d u r i n g  d i s c u s s i o n s .  I n  a d d i t i o n ,  AMS a r g u e s  
t h a t  a u n i t  c h a r g e  o f  $ 2 . 5 0  p e r  t a p e / p e r  d a y  is so  
u n r e a l i s t i c  t h a t  t h i s  f a c t  a l o n e  s h o u l d  h a v e  p u t  DLA o n  
n o t i c e  t h a t  AMS h a d  made a m i s t a k e  i n  i t s  c o s t  p r o p o s a l .  
AMS s t a t e s  t h a t  no  company c h a r g e s  a n y t h i n g  t h a t  e v e n  
a p p r o a c h e s  t h e  a m o u n t  w h i c h  D L A  a d d e d  t o  AMs's p r o p o s a l  a n d  
t h a t  i t  w a s  u n r e a s o n a b l e  f o r  DLA t o  a c c e p t  t h i s  f i g u r e  
w i t h o u t  f u r t h e r  i n q u i r y .  AMS p o i n t s  o u t  t h a t  u n d e r  t h e  
G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n  M u l t i p l e  Award S c h e d u l e  
C o n t r a c t  (MASC), AMS i s  o b l i g a t e d  t o  p r o v i d e '  t a p e  s t o r a g e  
t o  a l l  f e d e r a l  a g e n c i e s  a t  $ 2 . 5 0  p e r  t a p e l p e r  month .  AMS 
c o n t e n d s  t h a t  D L A  was aware o f  t h i s  a g r e e m e n t  a n d ,  g i v e n  
t h e  d i s c r e p a n c i e s  i n  i t s  p r o p o s a l ,  D L A  s h o u l d  h a v e  v e r i f i e d  
A M s ' s  u n i t  c h a r g e  f o r  t a p e  s t o r a g e .  By n o t  r a i s i n g  t h i s  
i s s u e ,  AMS a r g u e s  t h a t  D L A  f a i l e d  t o  c o n d u c t  m e a n i n g f u l  
d i s c u s s i o n s  w i t h  A M s .  

AMS a l s o  c o n t e n d s  t h a t  D L A  s h o u l d  h a v e  r e o p e n e d  
n e g o t i a t i o n s  a f t e r  b e s t  a n d  f i n a l  o f f e r s  t o  t a k e  a d v a n t a g e  
o f  A M s ' s  l o w e r  p r i c e ,  s i n c e  D L A  w a s  a d v i s e d ,  p r i o r  t o  
a w a r d ,  t h a t  i t s  e v a l u a t i o n  o f  AMs's t a p e  s t o r a g e  c h a r g e s  
was i n c o r r e c t .  By p r e a w a r d  l e t t e r ,  D L A  r e q u e s t e d  o f f e r o r s  
t o  v e r i f y  t h a t  t h e  g o v e r n m e n t ' s  c o s t  summary w a s  c o r r e c t  
a n d ,  i n  t h a t  l e t t e r ,  DLA i n d i c a t e d  t h a t  $ 2 . 5 0  p e r  t a p e l p e r  
d a y  was  u s e d  t o  e v a l u a t e  A M s ' s  t a p e  s t o r a g e  c h a r g e s .  AMS 
a d v i s e d  D L A  t h a t  t h e  c o r r e c t  c h a r g e  s h o u l d  h a v e  b e e n  $ 2 . 5 0  
p e r  t a p e l p e r  mon th .  T a k i n g  i n t o  a c c o u n t  t h i s  c h a n g e  a n d  
o n e  a d d i t i o n a l  m i n o r  a d j u s t m e n t ,  AMS c a l c u l a t e d  i t s  E S L C  t o  
be $ 5 , 4 6 6 , 9 3 6 .  S i n c e  t h i s  f i g u r e  i s  a p p r o x i m a t e l y  $ 7 0 0 , 0 0 0  
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l o w e r  t h a n  LCS ' s  p r i c e ,  AMS a r g u e s  t h a t  DLA s h o u l d  h a v e  
r e o p e n e d  n e g o t i a t i o n s .  

DLA c o n t e n d s  t h a t  A M s ' s  p r o t e s t  is u n t i m e l y .  DLA 
a r g u e s  t h a t  AMS w a s  aware t h a t  D L A  h a d  e v a l u a t e d  t h e  t a p e  
s t o r a g e  c h a r g e s  o n  a p e r - d a y  b a s i s  b e c a u s e  D L A ' s  
n o t i f i c a t i o n  t h a t  a w a r d  was made t o  LCS n o t e d  t h e  ESLC o f  
$6 ,197 ,000 .  C o n c e r n i n g  t h e  i n a d e q u a c y  o f  t h e  d i s c u s s i o n s  
w h i c h  were c o n d u c t e d ,  D L A  c o n t e n d s  t h a t  . A M s ' s  p r o p o s a l  was 
n o t  a m b i g u o u s  a n d  t h a t  i t  c l e a r l y  s e t  f o r t h  a u n i t  c h a r g e  
o f  $2 .50  p e r  t a p e / p e r  day .  DLA a r g u e s  t h a t  t h e  u n i t  c h a r g e  
by i t s e l f  was n o t  u n r e a s o n a b l e  a n d  t h a t ,  a s  a r e s u l t ,  t h e  
c o n t r a c t i n g  o f f i c e r  was n o t  o b l i g a t e d  t o  d i s c u s s  t h e  m a t t e r  
W i t h  AMs.  

A l s o ,  D L A  s t a t e s  t h a t  s i n c e  t h e  p r o c u r e m e n t  w a s  
c o n d u c t e d  u n d e r  t h e  B a s i c  A g r e e m e n t  a c q u i s i t i o n  m e t h o d ,  t h e  
M u l t i p l e  Award S c h e d u l e  p r i c e  p r o v i d e s  n o  b a s i s  f o r  com- 
p a r i s o n  s i n c e  AMS w o u l d  o n l y  b e  b o u n d  t o  t h a t  p r i c e  f o r  
o r d e r s  a g a i n s t  i t s  MASC. DLA c o n t e n d s  t h a t  A M s ' s  r e s p o n s e  
t o  i t s  p r e a w a r d  l e t t e r  was n o t h i n g  more  t h a n  a l a t e  m o d i f i -  
c a t i o n  t o  i t s  p r o p o s a l  w h i c h  c o u l d  n o t  b e  p e r m i t t e d  w i t h o u t  - 

r e o p e n i n g  n e g o t i a t i o n s  w i t h  a l l  o f f e r o r s .  DLA a r g u e s  t h a t  
i t  was u n d e r  n o  o b l i g a t i o n  t o  r e o p e n  n e g o t i a t i o n s  a n d  t h a t  
i t  w o u l d  b e  " u n s o u n d "  p r o c u r e m e n t  p o l i c y  t o  p e r m i t  s u c h  a 
r e v i s i o n  a f t e r  t h e  submission o f  b e s t  a n d  f i n a l  o f f e r s .  
F i n a l l y ,  DLA a r g u e s  t h a t  AMS was n o t  p r e j u d i c e d  b e c a u s e ,  
e v e n  i f  t h e  p r i c e  r e d u c t i o n  h a d  b e e n  a c c e p t e d ,  AMS w o u l d  
n o t  b e  i n  l i n e  f o r  a w a r d .  

R e g a r d i n g  t h e  t i m e l i n e s s  o f  t h e  p r o t e s t ,  w e  do  n o t  
f i n d  t h a t  t h e  n o t i f i c a t i o n  t o  AMS o f  t h e  a w a r d  t o  LCS was 
s u f f i c i e n t l y  d e t a i l e d  t o  a p p r i s e  AMS o f  t h e  b a s i s  o f  i t s  
p r o t e s t .  The  c o n t r a c t i n g  o f f i c e r ' s  l e t t e r  m e r e l y  i n d i c a t e d  
t h a t  a w a r d  w a s  b e i n g  made t o  LCS a n d  t h e  p r i c e .  S i n c e ,  
u n d e r  t h e  R F P ,  t h e  t e c h n i c a l  p r o p o s a l  w a s  20  p e r c e n t  o f  t h e  
e v a l u a t i o n ,  AMS w a s  n o t  i n f o r m e d  t h a t  i t s  p r o p o s a l  h a d  b e e n  
r a t e d  t e c h n i c a l l y  e q u a l  t o  LCS a n d  t h a t  a w a r d  w a s  b e i n g  
made s o l e l y  on t h e  b a s i s  o f  p r i c e .  F u r t h e r ,  t h e r e  was no  

e r r o r  i d e n t i f i e d  b y  A M s .  A c c o r d i n g l y ,  w e  f i n d  t h a t  AMS h a d  
n o  k n o w l e d g e  o f  t h e  s p e c i f i c  b a s i s  o f  i t s  p r o t e s t  u n t i l  t h e  
d e b r i e f i n g .  Because t h e  p r o t e s t  w a s  f i l e d  w i t h i n  10 d a y s  
o f  t h e  d e b r i e f i n g ,  t h e  p r o t e s t  i s  t i m e l y .  R.H.  R i t c h e y ,  
B-205602,  J u l y  7 ,  1 9 8 2 ,  82-2 C.P .D.  7 2 8 .  

. i n d i c a t i o n  t h a t  D L A  h a d  r e f u s e d  t o  c o r r e c t  t h e  p r i c i n g  

! 
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Where t h e r e  a r e  d e f i c i e n c i e s  o r  a m b i g u i t i e s  i n  
i n i t i a l  a n d  r e v i s e d  p r o p o s a l s ,  a t t e m p t s  s h o u l d  b e  made t o  
r e s o l v e  t h e  p r o b l e m  w i t h  m e a n i n g f u l  d i s c u s s i o n s  w h i c h  p o i n t  
o u t  t h e  d e f i c i e n c y  a n d  g i v e  t h e  o f f e r o r  t h e  o p p o r t u n i t y  t o  
r e v i s e  i t s  p r o p o s a l .  M i l - A i r  E n g i n e s  & C y l i n d e r s ,  I n c . ,  
B - 2 0 3 6 5 9 ,  O c t .  2 6 ,  1 9 8 1 ,  8 1 - 2  C . P . D .  1 3 4 1 .  We h a v e  
i n d i c a t e d  t h a t  w h e r e  a c o n t r a c t i n g  o f f i c e r  is o n  a c t u a l  o r  
c o n s t r u c t i v e  n o t i c e  o f  a p o s s i b l e  e r r o r  i n  p r o p o s a l s ,  t h e  
e r r o r  m u s t  b e  c a l l e d  t o  t h e  o f f e r o r ' s  a t t e n t i o n  a n d  
r e s o l v e d - - g e n e r a l l y  i n  t h e  c o n d u c t  o f  w r i t t e p  o r  o r a l  
d i s c u s s i o n s .  See A u t o c l a v e  E n g i n e e r s ,  I n c . ,  B - 1 8 2 8 9 5 ,  
May 2 9 ,  1 9 7 5 ,  7 5 - 1  C.P.D. 1 3 2 5 ;  D e f e n s e  A c q u i s i t i o n  
R e k u l a t i o n ,  s 3 - 8 0 5 . 5 ( c ) ,  r e p r i n t e d  I n  3 2  C;F.R. p t s .  1 - 3 9  
( 1 9 8 3 ) .  Where  a n  a g e n c y  f a i l s  t o  r e s o l v e  a n  a m b i g u i t y  
d u r i n g  d i s c u s s i o n s  w h i c h  i t  s h o u l d  h a v e  r e a s o n a b l y  d e t e c t e d  
a n d  w h i c h  m a t e r i a l l y  p r e j u d i c e s  a n  o f f e r o r ,  t h e  a g e n c y  h a s  
f a i l e d  i n  i t s  o b l i g a t i o n  t o  c o n d u c t  m e a n i n g f u l  d i s c u s s i o n s .  

B a s e d  on  o u r  r e v i e w  o f  t h e  c o s t  f o r m s  s u b m i t t e d  by 
A M s ,  w h i c h  were u t i l i z e d  by DLA i n  t h e  e v a l u a t i o n  p r o c e s s ,  
w e  f i n d  t h a t  a c l e a r  p r i c i n g  d i s c r e p a n c y  f o r  t a p e  s t o r a g e  
e x i s t s  w h i c h  s h o u l d  h a v e  l e d  D L A  t o  s u s p e c t  t h a t  a n  e r r o r  
e x i s t e d  i n  AMs's p r o p o s a l .  We r e c o g n i z e  t h a t  n o t h i n g  i n  
AMs's p r o p o s a l  s u b s t a n t i a t e s  i t s  c o n t e n t i o n  t h a t  i t s  a c t u a l  
i n t e n d e d  c h a r g e  w a s  $ 2 . 5 0  p e r  t a p e / p e r  month .  However ,  w e  
n e e d  n o t  r e s o l v e  w h a t  AMS a c t u a l l y  i n t e n d e d  t o  c h a r g e  s i n c e  
w e  f i n d  t h a t  t h i s  q u e s t i o n  s h o u l d  h a v e  b e e n  r a i s e d  d u r i n g  
d i s c u s s i o n s .  I n  o u r  v i e w ,  AMs's p r o p o s a l  d o e s  n o t  c l e a r l y  
i n d i c a t e  t h a t  t h e  i n t e n d e d  u n i t  c h a r g e  w a s  $ 2 . 5 0  p e r  
t a p e / p e r  d a y  as  a r g u e d  by D L A .  On c o s t  f o r m  M-CF-42, AMS 
l i s t e d  a n  a n n u a l  c o s t  o f  $ 3 7 5  f o r  t h e  s t o r a g e  o f  1 5 0  
t a p e s .  W h i l e  t h e  u n i t  c h a r g e  l i s t e d  o n  T a b l e  E-3 was $ 2 . 5 0  
p e r  t a p e / p e r  d a y ,  i m p l i c i t  i n  AMs's c a l c u l a t i o n s  on  c o s t  
f o r m  M-CF-42 i s  a u n i t  c h a r g e  o f  $ 2 . 5 0  p e r  t a p e / p e r  y e a r .  
In a d d i t i o n ,  u n d e r  t h e  S c h e d u l e  o f  S u p p l i e s ,  S e r v i c e s  a n d  
P r i c e s ,  w e  n o t e  t h a t  AMS l i s t e d  a p r i c e  o f  $ 2 . 5 0  p e r  
t a p e / p e r  y e a r  f o r  t h e  s t o r a g e  o f  m a g n e t i c  t a p e s .  F i n a l l y ,  
w e  n o t e  t h a t  o n  c o s t  f o r m  M-CF-46, AMS i n d i c a t e d  t h a t  i t s  
o v e r a l l  ESLC w a s  $ 5 , 4 7 2 , 1 4 9  w h i c h  i s  c l e a r l y  i n c o n s i s t e n t  
w i t h  D L A ' s  d e t e r m i n a t i o n  t h a t  AMs's ESLC w a s  $ 6 , 7 7 5 , 0 0 0 .  
W h i l e  D L A  may n o t  h a v e  a c t u a l l y  d i s c o v e r e d  t h e  p r i c i n g  
d i s c r e p a n c y ,  w e  f i n d  t h a t  t h e r e  i s  s u f f i c i e n t  e v i d e n c e  
w h i c h  d e m o n s t r a t e s  t h a t  D L A  s h o u l d  h a v e  r e a s o n a b l y  d e t e c t e d  
t h i s  a m b i g u i t y  d u r i n g  i t s  e v a l u a t i o n  o f  AMs's p r o p o s a l .  
G i v e n  t h e  m a g n i t u d e  o f  t h e  i m p a c t  o n  AMs's c o s t  e v a l u a t i o n ,  
w e  c o n c l u d e  D L A  s h o u l d  h a v e  r a i s e d  t h i s  i s s u e  w i t h  AMS 
d u r i n g  d i s c u s s i o n s .  B e c a u s e  o f  t h e  c l a r i t y  o f  t h e  d e f e c t  
r e q u i r i n g  d i s c u s s i o n s  h e r e ,  w e  n e e d  n o t  a d d r e s s  t h e  
r e m a i n i n g  i s s u e s  r a i s e d .  
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Accordingly, the protest is sustained. With respect 
to DLA's argument that AMS was not prejudiced by the 
agency's failure to conduct meaningful discussions, we find 
that to be without merit. The cost analysis DLA refers to 
in arguing that AMS would not be in line for award was 
merely done for the purpose of determining whether AMs's 
proposal was materially unbalanced and was not used in 
determining which proposal was lower priced. In addition, 
a review of the record indicates that even under the 
alternate analysis proposed by DLA, AMs's total proposed 
price is still lower than that of LCS. 

We recommend that DLA reopen price negotiations with 
AMS and LCS. We recognize that to reopen negotiations at 
this juncture could create an auction situation. However, 
in our view, the importance of correcting this error 
through further negotiation overrides any harmful effect on 
the integrity of the competitive procurement system. If 
AMS is evaluated as low, DLA should consider the 
feasibility of terminating the existing contract for the 
convenience of the government. 

This decision contains a recommendation that 
corrective action be taken. Therefore, we are furnishing 
copies to the Senate Committees on Governmental Affairs and 
Appropriations and the House Committees on Government 
Operations and Appropriations in accordance with section 
2 3 6  of the Legislative Reorganization Act o f  1970, 31 
U.S.C. § 7 2 0  ( 1 9 8 2 1 ,  which requires the submission of 
written statements by the agency to the committees concern- 
ing the action taken with respect to our recommendation. 

A c t a  Comptroller V I  General 
' .  -of the United States 


